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This week D/IA finds the report on the increase in anti-democratic
control measures in Argentina of particular interest (p. 3).

CURRENT DEVELOFIENTS
CIEHTRAL DIVISIOH: Colombia?s Liberal Party is expected to try to break
the Communist control of the Colombian orkerst! Confederation (p, 2).
Yonezuela's petroleum mission to the I'iddle Fast is not likely to
sueceed (p, 2).
SOUTHERD DIVISION: Im Argentina, the administration has extended its
use of anti~democratic measures (p, %), In Para-vay, political unrest
now centers around attenpts to remove the Armyts chief of staff from
office (p. L).
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Weekly Contributions, D/LA 25 October 1949
{CIA Working Paper)

1.

COLOLBIA: The Liberal Party will probab to gain control

of the GColombian Vorkers:® Con%eaerafion (CTC, a CIAL
affiliate) at the conlederation's 10TH national congress meeting
28 October in Bogota, Although the Communist membership of the
confederation is extremely small, that party has, to date, suc-
ceeded in dominating this organization mainly through its greater
cohesiveness and skill in parliamentary procedure, The Communists
have been aided in this also by the fact that the Liberals are
singularly lacking in good lavor leaders, and that at least some
of the left-wing Liberals have supported the Communists in the
confederation. Now, however, in view of the growing anti~Communist
feeling in Colombia, continued Communist domination of the Liberal-
backed confederation is a serious political handicap to the Liberals
in the coming presidential election, The Liberal Party recently
made its first official anti-Comrmunist pronouncement and caused
no split in the party. It is therefore in a good position tc make
a greater effort than ever before to dislodge the Communists from
all directive posts in the confederation, and has a fair chance of
success,

VENFZUELA: Petroleum Mission to iiddle East Not Likely to Succeed

The Venezuelan \Anistry of Development has sent (21 Sep
L9) a three=man mission to the !fiddle Fast with the stated purpose
of exchanging views regarding production and marketing of petroleum
and working conditions in the oil industry, The mission plans to
spend five or six weeks in Iran, Iraq, Trypt, Saudi Arabia, and
Kuwait. It has conferred already with govermment officials in
Iran, but has been refused visas to Saudi Arabia,

The Venezuelan Government is undoubtedly disturbed by
the possibility of increasingly serious competition (especially in
sterling-area markets) from lower-cost !fiddle East oil, and, reluc-
tant te take any steps to reduce production costs in Venezuela
(See D/LA Wkly 13 Sep L9), that government anparently is seeking
other rethods of meeting the threat of competition. US Embassy
Caracas believes, and D/IA agrees, that the real object of the
present mission, therefore, 1s to persuade the !’iddle Dast gov-
ermments either to increase tax levels and social legislation in
the petroleum industry (thereby raising production costs) or to
"stabilize" production.

D/LA also believes that these countries will not wel-
come Venezuelan advice concerning their petroleum policies, and
that any rmeasures tending to increase production costs which night
be adopted would be the result, not of persuasion by the Venezuelan
mission, but of independent decisions of the goverrments concerned,
The refusal of the Saudi Arabian government to receive the mission
is indicative of possible hostility to such foreign meddling,
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3.

ARGENTINA: Concern for Stabillity leads to Undemocratic Practices

Contrary to the favorable indications oFf a Tow Weexs
ago (D/LA Wkly 27 Sep L9), it now appears that apprehension for
the future is leading the Perdn administration to resort more
extensively to anti~democratic methods than previously seemed
probable,

This apnrehension has led to recent politically de-
fensive measures contrary to the spirit of democracy such as a
"Gag Law" providing imprisonment for offenders against the dig~
nity of public officials and a regulation which makes the forma-
tion or continuance of political parties subject to the discretion
of the Peron-dominated federal Judiclary., Further, the covernment
has increased its surveillance of disaffected elements in the
milltary establishment as well as in labor unions; has strengh~
ened the Casa Nosada Secret Police and the Federal Police; and
has appointed extreme nationalists to some key government posts
=~ evidently as an attempt to appease the right-wing Army faction.
It is significant also that the government has deliberately tried
to conceal the seriousness of its sconomic problems from the
public,

Underlying this uneasy situation are the persistence
of maladjustments in the Argentine economy and the administration's
fear that economic reform camnot be implemented in time to avert
labor disorder and a possible rightist subversive reaction,
Although important measures toward a more sound economic policy
continue to be pushed by the povermment —— notably efforts to
exmrand trade, particularly with the US, and a shift in emphasis
from industrialization to agricultural development -~ inflation~
ary pressures persist, and labor is expected to bec-me increas~
ingly demanding, lMoreover, the government's steadily diminishing
financial resources restrict its abillty to continue to spend,
as it has in the past, large sums for special labor benefits,

The only alternative to repudiation of these benefits aprnears to
be monetary expansion which would stimulate the wage—price spiral,
Finally, the administration continues to be plagued with the dif=-
ficult problem of restoring Argentine production costs on many
items to internationally competitive levels.

D/LA estimates that the success or failure of the
Perdn zovermment's efforts toward economic reform during the next
six months will be the critical factor in the povernmentfis sta-
bility, and that that government will continue to resort to such
undemocratic measures as it may consider necessary to defend its
domestic position.,
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L, PABAGUAY: The unrest which has been chronic in Paraguay since
. 19,7 now centers around Army Chief of Staif Diaz de

Vivar vhose opponents are attempting to remove him from office,
Lines for a showdown have not been drawn as yet, but lLajor
General Caballero Alvarez appears to be the principal aspirant
for the job, Although Diaz de Vivar has increased his strength
within the Army during recent months, a combination of his rivals
possibly could shift him from his position if sufficient support
were received from the civilian government, As the Chaves gov—
ernment would be strengthensd by the removal of z too—~independent
Army leader and potential strong man == as Diaz de Vivar appears
to be == it might very well offer this support to his rivals,

Approved For Release 1999/09/%: !A-RDP79-01090A000200010004-2

BT T T T T T ST ey

sy T v



Approved For Relb!ge 1999/09/%&&%-RDP79-01MA000200040004-2

Weekly Contributions, D/IA 25 October 1949
(CIA Working Paper)
Sitvation Memorandum 59-LQ

The Current Situation in Eeuador

(Summary -~ The government contimies to be stable despite some
opposition to the president, The economic sitvation continues
to be unsatisfactory, There has been an increasing number of
reports on disaffection in the army. The Communist party con~
timies to lack unity, offective leadership, and prestige. No
serious problems at present disturb Ecuador's international
relations,

~= The current Tcuadoran situation contains no clements
which cause or immediately portend noticeable change in the
status of US security interests in the area,)

Political

T Aithough the politiecal pot is again beginning to simmer, there is
also evidence that the Plaza administration, having gained strength since
the earthquake, is at this time less vulnerable than was the case imme-
diately pvrior to that catastrophe, The political truce, which was an
immediate effect of the earthquake catastrophe last August, appears to
be drawing to a close as oppositionist activity is again reported to be
on the increase., Although the Communists continue their policy of
wetchful waiting, the Socialist and Liberal parties have resumed active
opposition to the Plaza administration, Officials in the lHnistry of
Defense, reportedly are again expressing doubts concerning the loyalty
of the personnel of several army units statloned in Quitc and of the
mechanized group at the San Antonio base near Guayaquil.

The position of the govermment was considerably strengthened,
however, by the unexpectedly generous aid from abroad during and since
the earthquake, Apparently this spontaneous international assistance,
coming at a time when most Ecuadorans still considered themsclves iso~
lzted by the Rio Protocol, has been attributed by a large proportion
of the population tc the personal prestige and popularity of President
Plaza, Vhether he can continue to capitalize upon this prestige de-
pends upon his success in acquiring and administering adequate funds
for reconstruction. Ineptness in this plays admirably into the hands
of leftist agitators,

A second favorable development of the past weeks has been the im—
provement of Plaza‘s position with relation to congress. On 17 August,
the government scored a victory when congress passed a vote of censure
(62=25) against the congressionally-selected Comptroller~General
Ruperto Alarcon Falconi which resulted in the removal of an incompe—
tent but nonetheless prominent Conservative., On 16 Septenber, the
legislators further demenstrated their new regard for Plaza by voling
down a bill to grant amnesty to Col, Carlos liancheno and thirteen
other conspirators,
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In recent wecks littls information has been received concerning
the reestablishment of the Yovimiento Civico Democratico liacional
vhich offers prowise of further strencthenins Flaza's position (see
D/1A 7kly, 20 Aug L9). Tt aprears that the CD still enjoye Conscrva-
tive support on fundamental issues, There is £4il! an imrortant rmss
o¢f dissident Liberals and Gocialists jrenerally disposed to cooperate
at a price with the :overnment and vhose support could be won by skill-
ful menipuwlation, The extent to which the 'CDH can be effoctively re-
vived wilil be a most important factor in the roverment's -rosvects for
stability. '

m

Fconomic

The normal seasonal increuse of frod exrorits has not aterialized
ag yet tonis year. .orld vrices for rice and cocoa, the twec major exsort
comoditics, are below .hat Weuador can really afford Lo accert, Tecon-
struction costs resulting from the earthguake disacter come at a tine
vhen fcuador's roneral cconony cannot afford to assume this additional
burden without sizable loans from abroad,

If good arrangements could be sade to Mnance the rcconstructiosn of
the area devastated by the earthguake, it would do much to alleviate the
unemployment problem, encourage the local vroduction of materlals, and
stimulate the immortition of necessary materials and equipment not obtain—
able loczlly, 8o far, however, there has been little to indicate that
zovernnent planning has rotten beyond the relief stage, and, until well-
inte;rated rec. ngtruetion plans are forrmulated, there is small hope for
sgetting the necessary loans, either at home or abroad, SCredit continves
tipht and the forcign exchange deficit is reported to be rowin: nro res~
sively vreater., Frospects for simificant income from export of food
products airear dim becavse of nrevailing world rrices,

The latest estinate of the cost of recoastruction of indusiry, housing,
and vtilities in the area devastated by the earthgvake in Au_ ust nlaces the
cost at $&0,000,000 of wiich 36,770,000 would be used for the importation
of nccessary materials and the renainder would o for mational muterials
and coastruction work, The method of financin~ the reconstructiosn has not
been completely worked out, althou-h the government has announced that it
calculates that about $L,000,000 annually of Lewadoran capi*al can be used
for this work without seriously endangering the economy, A loan from the
Export=Import Bank of .ashington for the dollar needs is under study,

The Ycuadoran .overnment has recently taken several steps to stimu-
late foreizn trade., 4 comercial convention and rayments a reencnt, sirned
vith Chile on l} iu-ust 19&9, abolishes customs duties on a number of speci-
fied cowrcdities movin- between the two counirice, This convention includes
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a payments agreement (similar to that recently simed with Colombia) to
facilitate trade by maintaining current accounts of dollar balances in
the central banks of the two countries with six~months liquidation peri-
ods, Immediate payment in dollars is to be made if either party's debt
exceeds US $250,000, In the past, commerce between Chile and Rcuador
has been of very little importance to either country, Although this
convention may result in some expansion of trade, the opportunities for
profitable exchange between the two countries are such that no really
significant increase can be expected,

To stimulate banana exports, the rsovernment has announced that mer-
chandise imported in ships having refrigerator space equal to 75% of
their cargo capacity and which come to Tcuador to carry bananas outbound
shall be liable to only 3.5% ad valorem consular fees instead of the
usual 7#, This measure benefits for the most part companies regularly
engaged in the banana trade, and will possibly encourage other shipping
companies to enter the trade.

Of Lcuador's three principal crops - rice, cocoa, and coffee, which
together contribute over 80% of the country's foreign exchange =— the
outlook is favorable only for coffee, the least important of thess three
crops, Coffee exporters are optimistic as there are no si ms of weaken~
ing in world prices, So far this year Italy is surpassing the US in
purchases of Ecuadoran coffee. Coffee production is running about nor—
mal for this year. Although cocoa bean exports are approximately 50%
more by volume than they were in 198, they are off 18% by value,

The first major export movement of the 1919 rice crop took place
during the last few months, A sale of 20,000 metric tons was made to
the Philippines for September delivery at US #7554 per cwt, This sale
will bring in approximately three million dollars, alleviating somevhat
the unusually large 1949 dollar deficit which by 2l August was over
eleven million dollars as compared with slightly over three millions at
the end of August, 1948, The prospects for advantareous disposal of
this year's crop generally, however, continue poor because of the high
cost of Fcuadoran rice on the world market,

In view of the small world demand for Fcuadoran products at prices
Ecuador can afford to accept and the domestic economic dislocations

resulting from the impact of the earthquake upon an already uncertain
economy, little improvement can be expected for some +time to come ,

‘ -y 7.
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Situation emorandum 5940

Reports of growing disaffection in the ammy are asain on the in~
crease, One repori states that many army officers, especlally thoce
of the Nechanized Group stationed at Zan iAntenioc near Guayaquil arve
plotting with Carlos Guevara ‘oreno, the porennial révolutionisi in
Guayaquil, ‘ueh speculation also cenbters arcund the Jarcia loreno
Prison where Col, Carlos “fancheno is impriscned, Capt, Luls Lueda,
tead of the Communist {ront organization "Los Corandos," is a fellow
prisoner, lestor ¥V, Villacis, an ex—soldier and confidant of ‘aeds,
frequently visits the latter and acts as his "leg-rman” on the out-
side, D/Ls contimes in its telief, however, that such reporte do
not reflect any seriously videspread dizatffection, and estinstes that
it is vmlikely tha® ser’ous ircuble will brealr out in the imwediato
future,

The government is exporimenting with a new type of itrainin: as
a possible substitute for conscripiion, In the basis of an old law
{eirca, 19%5) which has mever before been put into oifect, there wus
initiated in Gumayas Province a basic trainins course (L hours each
Sunday for 2l congsecutive weeks) for 211 ;mle citizens born in 1929,
Satisfoctory performance in the course relioves such trainees of
liability for service as a conscript, Sinilar training pro rams are
to be established throushout the comwtry, The inister of Defense
repvorbedly favors this type of training over consoription as nore
men can be trained wore cheaply.

The military capabilities of tho Ecwacdoran arwy continue at their
customary low level,

Subversive

- Tewmdor's ineffective Com.unist larty has not imrroved its status
in recent menthss it still lacks unity, efisctive lcadership,

tige, and is avoiding acts which pdicht bring :overmrent repression

*
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The Cixth lational Con:ress of the party (held in iuzust) wes char-
acterized by bitter parsonal arruments Letween the various party loaders
and the success of this con~resg is reported to have been considerably
less than that of 196, Because of rivalries havins a schismtic noten=
tial, changes in the party orpanization were authorized, legional
conmittees were aholished becavse they had assumed too much independent
power, and their duties were assigned to the provincial committees,

This atterpt at clarification of the chain of commarnd will not produce
benefits, however, until the twesent competition for leadership ccases
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*

and a widely-acceptable group of leaders emerges, The prospects for
this are at the moment not very good, The Communists evidently rec—
ognize the present low level of the party’s prestige. They continue
their policy of avoiding to give the appearance of participating in
any plotting against the government, By force of current political
circumstances, the Communists could play only a minor role in any
revolt; therefore, they appear to be biding their time wntil condi-
tions are such that there will be sreater certainty of an opportunity
for unequivocal leadership,

International

In its foreign policy generally the government continues its
friendly attitude toward the 1S, Mo serious problems at present dis=
turb the intermational relations of lcwador,

Domestic, political, and economic probliams, perticularly thosc
growing out of the earthquake, so occupy the government that the fear
of Peruvian aggression has temporarily subsided. A resurgence of fear
and preoccupation can be expccted in Hovember, however, if the Peruvian
army carries cut at that time its reported plans for the Iighth Light
Division to hold annual maneuvers in combination with the air fores
aiong the Chira Niver, an area within 80 kilometers of the Tcuadoran
border,

R T I R T T T T T T T T

"

D/L4 estimates that Fevador will be clected non-permanent member
of the Szeurity Council in September, The withdrawal of Brazil from
the race rerioves the last serious competitor,

o T
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The Current Situation in Dolivia

(Summary — The govermment has lost political strength despite
its milltary success in the Auguvst revolt, The naticn's eco~
nomic difficulties have been increased by the effects of the
revolt and of Furopean currency devaluation, The Army‘s
loyaity constitutes a favorable factor, although it is Jikely
that the military will gain in political influence, The
principal subversive groups (IR amd PIR), though weaker than
in the past, continue to be threats to the present government,
Charges and countercharges regarding alleged Argentine partic-
ipation in the Polivian rsvolt have embittered relations
between Bolivia and Argentina and also between Argenting and
its more "democratic" South-American neighbors,

== U security interests have not been significantly
affected by recent Bolivian events, Generally unfavorable
factors, however, include the continued weakness of the
Bolivian govermment, its increasing economic dif ficulties,
and the fact that controversy regarding foreign participation

in the revolt has served to reduce the degree of Hemisphere
solidarity,)

Political

The government has lost political strength since the opening of
Congress (6 August) despite its military success in suppressing the
MNR-led revolt that began in the same month, This loss has resulted
from division within the govermment party (PUSR) and failure of the
administration to gain the support of other democratic parties. The
division within PUSR is so violent that one sector of the party wishes
to eject Urriolagoitia from office and has alsc opposed the return of
President Hertzog. (See D/IA VWkly for 11 Oet 49.) If an attempt is
made to force the Acting President from power, it will probably meet
with Army opposition, thus making the rift amon;; the government's adhep-
ents all the more serious, The administration's inability to consolidzisz
ard add to its political support, at a time when popular unrest is almest
certain to increase because of deteriorating cconomic coenditions, could
very well be expected to stren:then the hand of the MR which, despite

its recent setback, is reportedly planning another revolutionary atlempt
for late 1949,

Economic

~ Bolivia's economic difficulties, already serious, have been inter~
gified by the effects of two recent events: the INR revolt and the
devalvation of European currencies, The revolt caused the government
to expend so much money that it has had to resort to forced lcans, The
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b

authorized amount of such loans is nearly tvelve million dollars
(equal to a quarter of the previously established budget for the yoar)
and will constitute a serious burden on the national econory even if
the entire amount is not collected, The devaluation of the nlish
pound allowed sterling area tin producers to readjust their pricos

== upward in terms of pounds, dovmwmrd in U3 currency -~ vith the
result that the US lowered its purchasin: price for Holivian tin fron
w1,0% to ,96 a pound, As tin orovides seven—tenths of the value of
Bolivian exports, tiiis relatively small nrice cut villl entail a loss
to Jolivia of arproximately 1.7 million dollare in the remainder of
195 and cause serious repercussions in tihe iforeirn exchange budret,
which was already oui of balance, seonomically, the lon=term pros~
pects for Bolivian tin are exceedingly poor, as much of 2Fwoliviar’s
eroduetion is murrinal and even rore sovere declines in tin prices
rnay be erpected once present stockriling demands are net, The oniy
favorable factor is US stratcgic interest in Bolivian tin, widich has
maintained nroduction to date and my cause purchasing from Dolivia
to be continued even thoush cheaper tin is available elsewhere,

The Dolivian povermment is meking stremvous efforts to reet the
Lmpending economic crisis, of which it is well aware., It has expressed
its desire to obtain an cconomic mission, citheor from the US or the UH,
to make & survey of its economy, Decrees have been icsued to oncourage
wheat production and the oroduction of wetals olher “han tin, Ifforts
have beer rade to combat the black market in bolivianos and to estab—
lish a more realistic exchanive rate, Hovwever, 20livia‘fs econoric
difficulties are so preat and the political onnosition to reform so
strony that D/I4 estimates that, unless mexmected ranid pro-cress is
nade in the developrent of alternate foims of production, the Dolivian
covermment will face an increasinzly serions economic situation durdng
the next six months,

Mlitary .

The Army, by demonstrating its loyalty Guring the recent revelt,
has gained in political influence, Durin; recent disorders, a close
relationship was established between armyy leaders and Acting President
Urriolagoitia, who has confided the jovernment of the yore disaffected
departments to nilitary prefects, Disloyal officers either Iled the
comtry cr have been purged subsequently in moves which should increase
the deprec of cooperation between the Arry and the civil establisbment .,
As a reaction to civilian political pressure te remove Urriolasoitia
from office, the Army has made it clear that it retains a veto on the
naming of any new president and prefers that Urriolasoitia remain, The
Army has thus reestablished itself as a major factor in domestic politics,
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The importance of air power in a couniry lacking other means of
transportation was so strikin-ly illustrated during the revelt that
substantial plans to increase the Alr Force are now under vay. The
Air Force, closely associated with the Bolivian National Airline (LaB),
was crippled during the revolt principally as a result of treachery
on the part of IAB personnel who went over to the rebels with their
planes, A4is a result, the :overnzent could not transrort its troops
by air to reduce renote points like Santa Cruz, vhich remained in
reel hands until lond forees could reach then days, and cven weks,
Jater, The Air Forces are now beine reor-anized, more rtlanes are to
be purchased, and rlans are being made to *train 70 new pilots at the
Pilitary Colleze, ‘fThe Air Force has clearly demonstrated the imnoy-
tance of its role in domestic disorders, and it is not likely that
Bolivians will misg ite point of its demonstration,

Subversive ‘

Théugtrongest subversive croup in Bolivia is the IR vwhich is
temporarily disorsarized afier the failure of its second revolution-
ary attenpt within three months, tany of its leaders have fled the
counvry or have been arrested as tae covernment has taken severe re-—
pressive measwres anainst them, One swh measure is a conzressional
resolution denying all 'R senators and deputics their seats nending
the outcome of their trial for compiicity in the revolt, Desyite
such setbacks, however, the M may well show its vgual resiliency
and attept anothor aprising within a relatively shord time, Tts
ability “o do so is increased congiderably by the escape of some of
the insurgents to irgentina with about US335%, 000 in ~mds taken from
branches of the Dolivian Central Bank,

The Comrunist-led P, second in importance as a subversive rroup,
has apparently confined its eiforts lately to bnildineg up its strensth
among labor and student Jroups and to viilizing its conrresgional ropra-
sentation in order to densunce and obstruct rovernmental policies, Tt
hos not attaired enoush success in either of these endeavors as vet to
add greatly to its subversive rotentialities, It is cetimted,; there-—
fore, that the rInts ability to subvert the rovernment would devend on
its alliance with other TrOups, vhich appears unlikely at pregent becansc
of its faillure to Join the N in the rost recent revolb,

International

Although relations between Holivia and Argentina are technically
"friendly," a larpe sector of the 3olivian public is convinced of
Argentine complicity in the 11 revolt despite the vi~orous denials
made by the iryentine covernment, A further result of the charres and
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countercharges vhich arose from the revolt has been an intensification

of the i1l feeliny for Argentina on the part of its more "democratie®
neighbors, /

Bolivia's relations with the US also remain of ficially cordial,
but the normal friendship of the Rolivian sublic Tor the US was sub~
Jected to some strain when the US failed to sur nly the Bolivian
covernment, with the military planes it requested during the revolt,
That this may be a passing phase is indicoted Dy the renewed consid~
eration ty the Chamber of Deputies of a mezsure rrovidine Jfor service
cn Bolivia's defanlted dollar debt,
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